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Rio Algom Mines Limited 


Highlights of the Year’s Consolidated Operations 


Sales. 


Net Earnings. 


Earnings: 
Per Dollar of Sales . 


Per Share of Common Stock 
Dividends Paid per Share 
Current Assets . 

Current Liabilities . 
Working Capital 
Shareholders’ Equity . 
Total Shares Outstanding 


Equity per Share of Common Stock . 


Production: 
Uranium Oxide (Pounds) 
Copper in Concentrate (Pounds) . 


Specialty Steel (Tons) 


Number of Employees at December 31 


This Year 


$126,601 ,529 


8,205,882 


6.5% 


11¢ 


A0¢ 


19,399,326 


34,535,547 


44'859,779 


82,159,763 


10,612,132 


7.14 


2.111103 
8,248,656 


149,937 


4,740 


Last Year 


£120,629,113 


7,663,903 


6.3% 


720 


40¢ 


61,932,623 


32,032,/21 


49,400,102 


78,198,734 


10,612,132 


fof 


4,123,865 
8,609,230 


148,372 


4,435 
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First Vice-President W. B. Malone 


Vice-President and General Manager of Operations, Mining Division W. P. Arnold 
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Vice-President, Administration; and Secretary G. Baker 
Vice-President, Planning and Development G. R. Albino 
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The Annual Meeting 


The Company will hold its Annual Meeting and a General Meeting on Monday, March 14, 1966 at 10:30 a.m. 
Eastern Standard Time, in the Canadian Court, King Edward Sheraton Hotel, 37 King Street East, Toronto, 
Ontario, Canada. 


Chairman’s Letter to the Shareholders 


The year 1965 brought considerable changes to your Company. During the first 
half of the year Mr. George De Young, who was the former President of Atlas 
Steels Limited, resigned as President and Director of Rio Algom. His duties as 
President were assumed by the Chairman, the Honourable Robert Winters. 


Mr. Winters, as you know, re-entered public life during the last General Election in 
November and shortly thereafter was appointed Minister of Trade and Commerce. 
Mr. Winters, who guided the destinies of your Company for more than 8 years, 
performed most valuable services for the Company and we owe a great debt of 
gratitude to him for his achievements during his term of office. 


Shareholders will be aware that the majority shareholder in your Company is 
The Rio Tinto-Zinc Corporation of London, England. When it became clear that 
Mr. Winters had agreed to offer himself for election as a Member of Parliament, 
it was felt that the best interests of the Company would be served by a temporary 
arrangement whereby |, as Chief Executive of The Rio Tinto-Zinc Corporation, 
would assume the appointment of Chairman and Chief Executive of Rio Algom 
Mines Limited, and also serve as President in the interim. 


It is, of course, the intention that in due course your Board will elect a new 
President and Chief Executive Officer. 


| should like to say that it is a privilege to work even more closely with my col- 
leagues in Canada than | had previously done as a member of the Board. 


The delays and difficulties experienced in bringing into production on a profitable 
basis the new plant at Tracy, Quebec were greater than expected. This modern 
stainless steel plant incorporates complex machinery of advanced technique with 
the object of making the most economic use of manpower. No pioneering of this 
kind takes place without difficulties, but | feel the final solution is in sight and this 


will prove to be a plant capable of producing stainless steel sheet of the finest 
quality and at low cost. Meanwhile, our production requirements are being met 
by subcontracting the hot rolling to an outside company. 


The Welland plant has been working at full capacity, producing record output 
and record profits, and these will be enhanced as a profitable operation is 
achieved at Tracy. There is no better team in the specialty steel business any- 
where and | am confident that this will be accomplished. 


The Mining Division had a successful year. It is not often in Canada that a mining 
company brings into production two new mines within the space of a month and 
this has been achieved by the Mining Division in the start-up recently of the base 
metal mines of Poirier in Quebec, and of Anglo-Rouyn in Saskatchewan. Both 
these mines represent an important diversification from our principal interests in 
the field of uranium. | wish to pay tribute to the men in the Mining Division, who 
attained such excellent results in 1965. 


Your Company is providing management services for Brinco, the principal assets 
of which are the Churchill Falls and the Churchill River in Labrador. The harness- 
ing of Churchill Falls for hydro-electric purposes represents one of the largest 
undertakings in North America and this project has been the subject of prolonged 
negotiations initiated and carried to an advanced stage by Mr. Winters. Negotia- 
tions have not yet been concluded but we believe that such a great natural re- 
source in Canada cannot be left idle and are hopeful that it will be possible to 
start construction this year. 


On the retirement of Mr. Winters as Chairman and Chief Executive of Brinco, Mr. 
Henry Borden, Q.C., a distinguished Director of Rio Algom, was elected Chairman 
to take Mr. Winters’ place in Brinco. 


The Directors’ Report and the Report on Operations deal in more detail with the 
affairs of your Company. | look to the future with confidence. 


VAL DUNCAN 
Chairman and President 


Toronto, Ontario. 
February 18, 1966. 


Historic Moments at Rio Algom... 


Mr. Val Duncan and the Hon. Robert H. Winters meet Mr. W. B. Malone, First Vice-President, presents universal 
the press to announce Mr. Winters’ resignation pre- clock to Mr. Winters on behalf of the Rio Algom Board of 
paratory to his assumption of the Federal Trade and Directors. Upon the spin of a dial, the clock indicates the 
Commerce portfolio and Mr. Duncan’s election as time at any given point in the world. 


Chairman and Chief Executive Officer. 


Following the press conference, Mr. Duncan presented Mr. and Mrs. Winters with a 
Georgian tea set on behalf of The Rio Tinto-Zinc Corporation Board of Directors. The 
presentation took place at the Toronto head office employees’ Christmas reception. Mr. 
Winters is seen addressing the gathering. 


Directors’ Report to the Shareholders 


X\ 


On behalf of the Board of Directors, | hereby present the sixth Annual Report of 
the Company for the year ended December 31, 1965. This report includes the 
audited, consolidated financial statements of the Company and the Report on 
Operations for the year. These should be read in conjunction with the Chairman's 
letter which precedes this report. 


The Chairman has referred to the difficulties experienced in bringing into pro- 
duction the new stainless steel plant at Tracy, Quebec. These problems at the 
Tracy plant obviously adversely affected the profitability of the Company in spite 
of the good results achieved at the Welland plant and in the Mining Division. 
Your Board is appreciative of the dedication of the team of Atlas men who have 
worked such long hours to solve these problems. 


The Mining Division has had a good year and the Nordic mine in Elliot Lake con- 
tinues to show satisfactorily low costs, notwithstanding wage rate increases. 


Poirier and Anglo-Rouyn were brought into production around the end of the year 
and both mines should be in full production in the near future. 


Your Company remains active in the field of exploration from coast to coast. In 
particular the low-grade copper deposit of Lornex in British Columbia, is showing 
some initial promise though itis too early to say whether this will constitute a mine. 


As regards uranium, your Company has a master contract which runs until the 
beginning of the next decade. So far as commercial sales are concerned, the last 
few years have been characterized by marginal sales at low prices. Last year, 
however, for the first time in some years, a slight improvement in these prices was 
apparent. This was probably occasioned by a growing realization on the part of a 
number of countries whose future energy resources may depend primarily on 
uranium that they should soon begin to assure supplies for their future nuclear 
power programmes. 


The currently proven free world reserves of uranium are considered to be 
inadequate to fulfil the forecasted requirements for the 1970's and 1980's. Not- 
withstanding the large reserves contained in Rio Algom’s Elliot Lake properties, 


your Company is continuing an active long-range exploration programme to add 
to these reserves. 


The broadly based activities of your Company require the raising of additional 
capital and your Directors have decided to request the approval of shareholders to 
an increase in capital through the creation of preference shares. 


Reference has already been made in the Chairman’s letter to the sincere regret 
with which Mr. Winters’ resignation was received by the Board of Directors and 
his colleagues in the Company. Congratulations and good wishes go with him in 
his new and responsible appointment. 


Following the resignation of Mr. De Young, Mr. W. A. Thomas as senior Vice- 
President of the Steel Division assumed responsibility for the affairs of the 
Division, with Mr. A. V. Orr as divisional Vice-President Marketing and, later, 
Mr. K. Dunn as divisional Vice-President and Controller. 


In December, 1965, Mr. W. B. Malone, the senior Vice-President of the Company, 
was elected First Vice-President. 


Mr. G. R. Albino, who joined the Company in 1964, was appointed Vice-President 
Planning and Development in October, 1965. 


The administrative changes which took place during the year made heavy 
demands upon all levels of management. Your Directors wish to express to all 
officers, staff and employees of the Company and its associates their sincere 
appreciation of the good work they have done. 


On behalf of the Board 
VAL DUNCAN 
Chairman and President 


Toronto, February 18, 1966. 


in 


To the Shareholders of Rio Algom Mines Limited: 


We have examined the consolidated balance sheet of Rio Algom Mines Limited as at 
December 31, 1965 and the consolidated statements of earnings, retained earnings and 
source and use of funds for the year ended on that date. Our examination included a 
general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion, the accompanying financial statements present fairly the consolidated 
financial position of the companies as at December 31, 1965 and the consolidated 
results of their operations for the year ended on that date, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the pre- 
ceding year. 


Toronto, Canada COOPERS & LYBRAND 
February 18, 1966 Chartered Accountants 
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Rio Algom Mines Limited 


(Incorporated under the laws of Ontario) 


Consolidated Balance Sheet as at December 31, 1965 


(with comparative figures for 1964) 


ASSETS 


CURRENT: 


Cash | ee 

Short term notes, at co . 

Marketable securities, at cost faole 4) fake! Mae 1965—$4, 109, 000: 
1964—$5,441,000) . Pe 

Accounts and settlements repewable 

Due from affiliated and associated companies . 

Inventories (note 2) . : 

Concentrates awaiting shicncat a selling orice . 


SHARES IN AND ADVANCES to unconsolidated subsidiary and associated com- 
panies, at cost less provision for losses (note 4): 
Unconsolidated subsidiaries 
Associated companies 


FIXED ASSETS, at cost (notes 3 and 8): 


Buildings, machinery and equipment and construction in progress 
Less accumulated depreciation . 


Land 
Mining peice eter scour ulna rotten 19654, 620, 030: 
1964—$4,176,130) . o..lhlrr—~—“—s—sOOOCSiCS 


OTHER ASSETS AND DEFERRED EXPENDITURES: 


Mine supplies, at cost less provision for loss on disposal of surplus supplies . 

Prepaid expenses : ee a 

Preproduction and develonment ene right to deliver under sales 
contract and housing costs, at cost less amortization (notes 7 and 3) . 

Development projects, at cost less credits (note 4) 

Start up expenses of the Quebec plant, at cost (note 3) 

Discount and financing expenses, at cost less amortization (note 3) . 

Excess of acquisition cost over adjusted book value of Atlas Steels assets, 
less amortization (note 3) . 


1965 1964 
. & 1,077,891 $ 1,674,565 
2,004,054... 11,994,823 
3,640,465 5,364,890 
20;312,820 21,027,104 
252,/03 511,645 
44,260,955 34,633,997 
3,695,833 6,625,835 
19,395,326 81,932,823 
5,098, 161 2,605,268 
3,699,828 3,881 994 
8,797,989 6,487,262 
212,868,507 206,290,974 
146,719,586 140,045,874 
66,148,921 66,245,100 
1,431,653 1,450,600 
1,140,168 1,584,270 
68,/20,142  69,2/9,970 
1,810,031 1,965,668 
2,018,863 1,378,402 
8,649,225 10,779,610 
299,966 2 242 63/ 
1,074,866 1,074,866 
2,/61,876 2,924,626 
17,794,591 18,841,697 
34,406,418 39,207,500 

197,320,476 


$796 ,907,555 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT: 


Bankloans . 

Accounts payable a eocnice haus 

Provision for income taxes including Ontario ee taxes 

Advances on uranium concentrates repayable during 1966 
Serial Debenture maturities and sinking fund payment due October 1, 1966 


ACCUMULATED TAX REDUCTION APPLICABLE TO FUTURE YEARS 


ADVANCES ON FUTURE DELIVERIES OF URANIUM CONCENTRATES (note 5) 
Less portion included in current liabilities _........ . 


LONG TERM DEBT (note 6): 


5%% Serial Debentures Series A, $2,000,000 oa annually on October 1, 
1966 to 1968 inclusive : .. 
Sen Sinking Fund Bepentircs ee A, Gantonng on Aoril 1, 1983 : 


Less portion included in current liabilities 


MINORITY SHAREHOLDERS’ INTERESTS IN SUBSIDIARY COMPANIES . 


SHAREHOLDERS’ EQUITY (notes 6 and /): 


Capital stock— 

Authorized: 12,000,000 shares without par value 

Issued: 10,612,132 shares -... 
Contributed surplus 
Retained earnings Sorcpraied ae deveopncat ue coe 
Retained earnings . 


Approved on. behalf of the Board: 
W. B. MALONE, Director 


HENRY BORDEN, Director 


1965 


1964 


S 9,245,246 $ 5,500,877 


16,135,498 15,654,407 
1,(82,271 1,486,369 
8,3/2,032 4,391,128 
2,000,000 2,500,000 

34,535,547 32,032,/21 

— &3,000 

38,235,032 45,626,160 
3,012,532 /,091,128 

29,362,500 J0 230,032 
6,000,000 6,000,000 

41,500,000 42,000,000 

47,500,000 50,000,000 
2,000,000 2,500,000 

45,000,000 47,500,000 

262,665 358,068 
26,280,276 26,280,276 
19,381,472 19,381,472 

_ §,000,000 
36,498,015 27,536,986 
82,159, /63 78,198,734 


$191 ,320,475 $796,907,555 


The accompanying notes are an integral part of this statement and should be read in conjunction therewith. 
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Consolidated Statement of Earnings 


YEAR ENDED DECEMBER 31, 1965 


(with comparative figures for 1964) 


REVENUE: 
Gross revenue from mine production and sales of steel products . 


Investment and other income . 


COSi >: 
Cost of production, selling, general and administrative expenses 


(including directors’ fees, 1965—$33,025; 1964—$34,630) 
Interest on long term debt and amortization of discount and financing 
expenses (note 3) 
Provision for income taxes including Ontario mining taxes (note 9) 
Depreciation and amortization (notes 7 and 3): 
Fixed assets and mining properties 
Preproduction and other assets 
Excess of cost over adjusted book value of assets acquired 
Exploration expenditures 


EARNINGS BEFORE ADJUSTMENT FOR MINORITY INTERESTS IN 
SUBSIDIARY COMPANIES 


Minority interests in losses of subsidiaries . 
NET EARNINGS FROM OPERATIONS. 


Deduct—special non-recurring items: 
Provision for losses of Atlas Steels (Italy) S.p.A. (including estimated 
income taxes attributable to prior years of $106,000) . 


Provision for loss on disposal of consumer products operations 


NET EARNINGS FOR THE YEAR 


1964 


» D 8,205,882 


1965 
$126,601,529 $720,629,113 
683,379 962,722 
127,284,908 121,591,836 
101,471,682 97,171,486 
3,208,991 1,408,411 
1,640,112 1,842,226 
7,344,598 8137117 
3,155,359 3,811,344 
1,047,100 1,047,100 
524,184 546,317 
118,392,026 113,964,001 
8,892,882 7,627,834 
8 36,069 
8,892,882 7,663,903 
433,000 ey 
254,000 i 
687,000 “ 


$. 7,063,903 


The accompanying notes are an integral part of this statement and should be read in conjunction therewith. 


Consolidated Statement of Retained Earnings 


YEAR ENDED DECEMBER 831, 1965 


(with comparative figures for 1964) 


BALANCE, beginning of the year 
ADD: 


Net earnings for the year . 
Appropriation for development projects i in prior year, no longer required . 


DEDUCT: 


Dividends paid 
Steel scrap inventory shortage of prior years written off 


BALANCE, end of the year 


Consolidated Statement of Source and Use of Funds 


YEAR ENDED DECEMBER 31, 1965 


(with comparative figures for 1964) 


FUNDS WERE OBTAINED FROM: 
Operations— 


Net earnings for the year : 
Add depreciation and amortization and other charges (net) to operations 
which did not require a cash outlay during the year . vee 


Advances on future deliveries of uranium concentrates 
Decrease in development projects (net) . 
Decrease in mine supplies and prepaid expenses 


FUNDS WERE USED FOR: 
Additions to fixed assets and preproduction and development (net) . 
Investment in and advances to subsidiary and associated companies 
Advances to wholly-owned housing subsidiaries . 
Dividends paid 3 : 
Advances on uranium concentrates repayable in following year a 
Serial Debenture maturities and sinking fund payment due in following year 
Purchase of minority shareholders’ interests oo . 
Advance to a supplier net of repayments ' 
Steel scrap inventory shortage of prior years written off : 
Start up expenses of the Quebec plant 


DECREASE in consolidated working capital 


1965 1964 
$27,536,986 $25,984,586 
8,205,882 7,663,903 
9,000,000 — 
40,742,868 33,648,489 
4,244 853 4,244,853 
— 1,866,650 
4,244,853 6,171,503 
$36,498,015 $27,536,986 
1965 1964 
$ 8,205,882 $ 7,663,903 
12,008,022 13,059,570 
20,509,404 20,723,413 
— 9,766,310 
1,343,483 3,868,578 
96,212 431,317 
21,909,049 34,789,618 
9,510,657 15,204,846 
142,490 3,007 629 
233,437 _ 
4,244,853 4,244,853 
8,872,532 {391,128 
2,500,000 2,500,000 
95,403 135,698 
850,000 200,000 
— 1,866,650 
— 576,897 
26,449,372  35,627,/07 
$ 852005 


. $ 4,540,323 


The accompanying notes are an integral part of these statements and should be read in conjunction therewith. 
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Notes to Consolidated Financial Statements 


DECEMBER 31, 1965 


1. BASIS OF CONSOLIDATION steel and steel in process is net realizable value and 


The consolidated financial statements include the 
accounts of all subsidiaries except the following: 


(i) Housing companies of the Mining Division, which 
have been excluded because the investment is of 
doubtful value; 


(ii) Partially owned mining companies, none of which 
have had profits or losses since acquisition, which 
are not consolidated because of the large interest 
of minority shareholders; and 


(iii) Mines de Poirier Inc., wholly-owned by the com- 
pany, which as a controlled exploration company 
has had no profit or loss since its incorporation in 
1964 and whose financing arrangements prohibit 
the payment of dividends until a presently antici- 
pated bank loan of $10,000,000, of which $6,000,000 
was outstanding at December 31, 1965, has been 
fully repaid. 


The losses of the housing companies for the year 1965 
amounted to $202,745 as compared with the amortiza- 
tion of $219,059 provided in the accounts (see note 3). 
The accumulated losses of such companies to Decem- 
ber 31, 1965 exceed the amounts provided in the 
accounts by $560,415. 


The accounts of consolidated controlled foreign com- 
panies are stated in Canadian dollars on the following 
basis: 

Fixed assets and related depreciation at exchange 
rates in effect at date of acquisition; 


Other assets and liabilities at year end rates; and 


Revenues and expenses (other than depreciation) at 
average rates in effect during the year. 


. INVENTORIES 


Inventories are valued atthe lower of cost and market. 
Cost is determined generally at average or standard 
costs which approximate actual. Market for finished 
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for raw materials is replacement cost. Intercompany 
profits have been excluded from inventories. 


. DEPRECIATION AND AMORTIZATION 


The following accounting policies are being followed 
in connection with depreciation and amortization 
charges of the company: 


(i) Fixed and related assets of the Mining Division: 
The unamortized cost, at July 1, 1960, of plant and 
equipment, mining properties and preproduction 
and development expenditure, together with hous- 
ing costs and the cost of the right to deliver under 
sales contract purchased since that date and an 
estimate of capital expenditures to July 30, 1968 
are being amortized on the basis of the total 
poundage of uranium oxide to be delivered 
under existing Eldorado contracts (excluding the 
Eldorado-British contract received in 1962 and the 
Government stockpile contracts received in 1963 
and 1965), 


In the case of mining assets of $149,572,377 cost 
is net cost after deducting proceeds of disposal. 


(ii) Fixed assets and start up expenses of the Steel 
Division: 
Fixed assets are being depreciated on the straight 
line method based on engineering estimates of 
the lives of the assets at the following rates: 


Buildings . 
Plant and equipment . 


4% per annum 
6%% per annum 
Depreciation has been provided on the new plant 
and equipment located at Tracy, Quebec from 


November 1, 1964; no depreciation has been pro- 
vided on assets under construction. 


Start up expenses of the Quebec plant incurred in 
1965, relating primarily to the concast machine 
and hot planetary mill installed during the year, 
have been charged against 1965 earnings. De- 


ferred start up expenses of $1,074,866 incurred 
prior to December 31, 1964 are to be amortized 
over three years commencing in 1966. 


(iii) Excess of acquisition cost over adjusted book 
value of Atlas Steels assets: 


This is being amortized on a straight line basis 
over a 20 year period commencing January 1, 1963. 


(iv) Discount and financing expenses: 
This is being amortized on a straight line basis 
over the life of the Sinking Fund Debentures of 
the company, which expire on April 1, 1983. 


» DEVELOPMENT PROJECTS 


Development projects, carried at $2,242,637 at Decem- 
ber 31, 1964, were reduced during the year by: 


(i) An amount of $599,238 relating to the transfer of 
2,257,270 shares of Anglo-Rouyn Mines Limited to 
“shares in and advances to unconsolidated sub- 
sidiary companies’. The amount transferred is 
sufficient to value the total investment of 2,796,775 
shares of Anglo-Rouyn Mines Limited (indicated 
market value at December 31, 1965—$6,628,357) at 
the corresponding equity in the net assets of that 
company at December 31, 1965. 


(ii) The transfer of $1,643,398 to “marketable secur- 
ities’, being the balance of the development 
projects account assigned as the value of 130,766 
shares of Brunswick Mining and Smelting Corpora- 
tion Limited (indicated market value at December 
31, 1965—$2,124,948) in connection with their re- 
classification as ‘marketable securities’’. 


At December 31, 1965 the balance in the development 
projects account includes the cost of 240,000 shares of 
Lornex Mining Corporation Limited acquired during 
the year for $212,500 cash (indicated market value at 
December 31, 1965—$1,014,000) and the cost of 588,371 
shares of Pidgeon Molybdenum Mines Limited ac- 
quired during the year for $87,465 cash. The account 
also includes, at a valuation of $1.00, certain mining 
properties and claims and shares in other mining 
companies including an additional 363,455 shares of 
Pidgeon Molybdenum Mines Limited. There is no 
quoted value for Pidgeon Molybdenum Mines Limited 
shares. 


5. ADVANCES ON FUTURE DELIVERIES OF 


URANIUM CONCENTRATES 


At December 31, 1965 the advance payments received 
from Eldorado Mining and Refining Limited on the 
account of future deliveries of uranium concen- 
trates, after repayment of $7,391,128 in 1965, totalled 
$38,235,032 collaterally secured by $38,280,178 issued 
and outstanding Non-Interest-Bearing Performance 
Bonds due March 31, 1974. The Performance Bonds 
are secured by a charge on the uranium assets of the 
company located at Elliot Lake and uranium concen- 
trates produced but not delivered. As the deferred 
poundage is delivered the Bonds are being sur- 
rendered to the company. $8,872,532 of these advances 
is repayable in 1966. 


_ LONG TERM DEBT 


The company’s trust indenture contains certain cove- 
nants which limit the payment of dividends as well as 
the assumption of additional long term liabilities. 


. SHAREHOLDERS’ EQUITY 


At December 31, 1965 there were common share pur- 
chase warrants outstanding entitling the holders of 
series A warrants to purchase 302,589 shares of the 
company at $22.23 (U.S.) per share and the holders of 
series B warrants to purchase 56,700 shares at $22.23 
(Can.) per share on or before December 31, 1966. 


. COMMITMENTS AND CONTINGENT LIABILITIES 


The following commitments and contingent liabilities 
were outstanding at December 31, 1966: 


(i) Estimated expenditures of approximately 
$2,000,000 in connection with capital projects; 


(ii) The guarantee of $2,000,000 of a bank loan to 
Mines de Poirier Inc.; and 


(iii) An action has been commenced against the com- 


pany in connection with the alleged infringement 
of a patent. The company has taken the position 


that it has good defences to the action. 


. CORPORATION INCOME TAXES 


Because of exemptions and deductions permitted 
for tax purposes, it is estimated that there is no 
liability for income taxes for the year, except for 
Ontario mining taxes and income taxes of certain 
subsidiary companies. 


Three Year Consolidated Earnings by Divisions 


MINING DIVISION 


Gross revenue from mine production . 


Costs: 
Costs of production and administration 
Depreciation and amortization 
Provision for Ontario mining taxes 
Exploration expenditures 
Total costs 


Net earnings from operations for the year 


STEEL DIVISION 
Sales of steel products 


Costs: 
Costs of production, selling and administration 


Depreciation 
Interest on long term debt (note) 
Provision for income taxes 


Amortization of excess of cost over adjusted book value 
of assets acquired 


Minority interests in losses of subsidiaries 
Total costs 


Net earnings from operations for the year 


CORPORATE DIVISION 


Costs: 
Costs of administration 


Interest on long term debt (note) 
Amortization of discount and financing expenses 
Total costs 
Less investmentincome . 
Net cost for the year . 
Net earnings from operations 
Deduct—special non-recurring items . 


Net earnings for the year . 


1965 


$30,019,342 


11,411,031 
7,664,165 


1,126,395 . 


524,184 


~ 20,125,715 
: 9,293,567 


96,582,187 


6/,9/3,(71 
2,035, 192 
3,046,991 
913,717 


1,047,100 


95,017,311 


1,564,876 


2,486,940 


162,000 


2,648,940 


683,379 


© (3,905,561) 


8,892,882 
687,000 


Note: All interest on long term debt has been charged to Steel Division earnings in 1965. 
In 1964 and 1963 interest on long term debt has been charged to Steel Division earnings or capitalized as assets under construction 
to the extent applicable; the balance relating to funds invested or used for general corporate purposes has been charged to the 


Corporate Division. 


1964 


$34,358,769 


14,569,516 
10,541,559 
1,016,553 
546,317 


26,673,945 


7,684,824 


86,270,344 


61 037,077 
1,406,902 
694,585 
625,673 


1,047,100 


(36,069) 
85,175,268 
1,095,076 


1,564,893 
351,826 
162,000 
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902,/22 


(1,115,997) 
7,663,903 


1963 


$43,165,196 


18,556,232 
12,928,965 
~ 1,349,000 

736,700 


33,069,697 
9,595,299 


74,270,752 


68,456,057 
1,011,453 
100,371 
111,158 


1,052,995 
(30,192) 


/1,361 ,839 
2,908,913 


1,085,649 
1,052,057 
152,900 


2,290,606 


963,795 


(1,326,811) 


11,177,401 
980,000 


$ 8,205,882 $ 7,663,903 $10,197,401 


Report on Operations 


Finance 


The consolidated statement of earnings shows that 
the Company and its consolidated subsidiaries earned 
a net profit of $8,205,882 in 1965 as compared with 
$7,663,903 in 1964. These earnings represent 77 cents 
per share in 1965 and 72 cents per share in 1964. On 
the page opposite, details of the operations of the 
Company’s major divisions are shown in comparative 
form for the years 1965, 1964, 1963. 


Inthe Mining Division operating profit in 1965 amounted 
to $9,293,567 as compared with $7,684,824 in 1964. The 
increase in operating profit of $1,608,743 is almost 
entirely attributable to the fact that revenues from both 
uranium and copper in 1965 were significantly higher 
than in 1964. The resultant improvement in marginal 
income more than offsets the adverse effects of the 
lower production rates. 


Operating profit in the Steel Division amounted to 
$1,564,876 in 1965 and $1,095,076 in 1964. Although the 
consolidated sales volume of the Division reached an 
all-time peak of $96,582,187 the generally increased 
cost of labour and materials, coupled with excessive 
operating costs resulting from the delayed start-up of 
certain of the new facilities at Tracy, Quebec, offset, 
to a great extent, the benefits gained from operating 
the Welland Plant at full capacity. 


In the Corporate Division, administrative changes, 
coupled with a reduction in the amounts received for 
management services provided to others, accounted 
for the net increase in costs of administration of 
$849,564. 


Continued deterioration in the Italian market for our 
products necessitated a write-down in the value of 
inventories and other assets held by Atlas Steels 
(Italy) S.p.A. Also, following a decision to withdraw 
from direct participation in the production and market- 
ing of consumer products in Canada, the Company's 
investment has been written down to the realizable 
values of the assets used in these operations. These 
non-recurring items which amount to $687,000 are 
classified as “Special Items’’ on the Consolidated 
Statement of Earnings. 


The investment of additional funds in receivables, 
inventories and fixed assets has reduced the Com- 
pany’s liquid reserves to $7,873,010 at December 31, 
1965 as compared with $18,934,248 at December 31, 
1964 which in turn resulted in the reduction in invest- 
ment income for 1965 as compared with 1964. 

The policy of the Company with regard to depreciation 
and amortization, which is unchanged from last year, 
is set forth in Note 3 to the Financial Statements. 


During 1965 the Company distributed $4,244,853 in 
dividends to the shareholders. This amount was made 
up of two dividends, each of 20 cents per share, paid 
on June 21 and December 23, 1965. 

The increase of $2,310,727 in ‘‘Shares in and advances 
to unconsolidated subsidiaries’ is accounted for al- 
most entirely by the transfer of $599,238 from “De- 
velopment Projects” (as fully described in Note 4 to 
the Financial Statements) and by additional advances 
to Anglo-Rouyn Mines Limited and Mines de Poirier 
Inc, of $744,325 and $1,149,329, respectively. 
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Mobile jumbo drill, capable of drilling several holes simul- 
taneously, is shown in operation at the Nordic property. 


Mining Division 

Uranium 

Uranium operations and revenues were maintained 
throughout the year at the rate scheduled in the 
master contract with Eldorado Mining and Refining 
Limited. Quantities of U30g under this contract remain- 


ing to be delivered at year-end totalled 13,870,976 
pounds. 


In July, 1965, the Company entered into an agreement 
whereby it could deliver at its option to the Canadian 
Government a total of 3,000,000 pounds of U30g over 
a 5-year period at the rate of 600,000 pounds a year. 
The above quantities would be reduced by any open 
market sales made during the period. In 1965 275,000 
pounds were delivered under this contract. 
Production 

Total production for the year was 2,717,198 pounds of 
U30sg including 40,000 pounds recovered by treating 
Nordic mine waters and 80,000 pounds obtained by 
underground leaching in the Milliken mine. 


18 


Nordic continued to be the only uranium mine which 
your Company had in operation in 1965 and 1,190,000 
tons of ore were treated, with an average grade of 
2.33 pounds of U30g per ton and a recovery of 94.8%. 


In the third quarter of 1965 work started on dewatering 
the Quirke mine, a process which will be completed by 
June, 1966. At that time the mine workings will be ona 
ready-stand-by basis and the mine and mill could be 
brought back into production within a relatively short 
period of time at an estimated cost of $2,500,000. 


The experimental underground water-leaching pro- 
gramme at Milliken was terminated in September, 1965 
when yields became uneconomic and with the term- 
ination of the operation, remaining track and under- 
ground electrical equipment and pumps were salvaged 
from the workings and the property was placed on an 
idle mine basis. 


View of a portion of Nordic mill where uranium-bearing ore is processed 
to extract uranium oxide (U3QOg). 


Marketing 

In 1965, electrical utilities in the United States ordered 
a record total of 4,820 electrical megawatts of new 
nuclear capacity, further confirming that nuclear 
power is now broadly accepted as a Safe, reliable 
and economic means of providing electricity. The 
United Kingdom announced its ‘‘second round” 
nuclear power station building programme to increase 
capacity from 5,000 to 8,000 emw by 1975. Similar ex- 
pansion programmes are planned in other areas, 
including Continental Europe and Japan. These pro- 
grammes tend to confirm recent forecasts of demand 
for uranium starting in a few years’ time and particu- 
larly during the 1970's. 


Your Company is planning on the basis that it will be 


operating at full capacity from its presently known 
uranium reserves by about the middle of the next 
decade. Because it expects demand to continue to 
grow it is seeking to add to present ore reserves by 
continuous exploration programmes. 


As aresult of activities in 1965, your Company is now in 
a position to produce and sell natural ceramic uranium 
dioxide powder of nuclear grade as a step in its plan 
to participate actively in other phases of the nuclear 
fuel cycle and offer more comprehensive fuel services 
to buyers, as the market grows. To this end, further 
studies were initiated during the year, aimed at 
establishing the feasibility of producing other refined 
uranium materials. 
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End of a shift at Poirier mine, in north-west Quebec, one of 
two new copper mines brought into production by the 
Company. The other, Anglo-Rouyn, is situated near Lac la 
Ronge in Saskatchewan. 
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Copper 


Pronto Mine 

This mine produced concentrate containing 8,248,656 
pounds of payable copper from 248,613 tons of ore 
milled. Mill grade averaged 1.83% copper and mill re- 
covery was 96.4% with a concentrate grade of 26.4%. 
No exploratory drilling was carried on during the year 
while the capital programme of deepening the mine 
was in progress and ore reserves show a decrease 
approximately equal to the tonnage milled: 


Reserves Tons % Copper Lbs. Copper 


Proven Ore 
Probable Ore based 
on underground 
development . . — — — 
Probable Ore based 

on diamond drilling 798,050 1.97 


294,401 1.97 11,622,494 


31,478,950 


Total Estimated Re- 


coverable Reserves 1,092,451 1.97 43,101,444 


Mines de Poirier Inc. 

The Poirier mine in northwestern Quebec, in which 
the Company has a 100% interest, was brought to the 
plant tune-up stage in December, 1965 and first ship- 
ments were made early in 1966. The initial capacity of 
the concentrator is 1,500 tons of ore per day and a 
further 700 tons will be added in 1966 to allow for 
custom milling of ore from the nearby Joutel Copper 
Mines property. The latter company will provide the 
funds to finance the increased milling facilities. 


Ore reserves at Poirier are calculated to be 3.57 million 
tons grading 1.74% copperand 3.63% zinc in the claims 
presently being worked. Further large areas are held 
by Mines de Poirier in this region at both ends of the 
present mine property, which have not yet been tested 
and on which further exploration work will be carried 
out in due course. Long-term marketing arrangements 
have been made for the sale of copper concentrate in 
Canada and zinc to Western Germany. 


Access roads and the bridge over the Harricana River 
are now complete and townsite facilities are well 
underway, with a number of employees already living 
there. Capital expenditures from the discovery date 
of the property and working capital requirements are 
now expected to total $15,000,000. 


Anglo-Rouyn Mines Limited 

This copper property at Waden Bay, near La Ronge in 
Saskatchewan, in which your Company has a 58% 
interest, was brought to production around the end 
of the year, and shipments of concentrate to Flin 
Flon for toll-smelting started in February, 1966. There 
was some delay in mine development and construc- 
tion work during the year owing to bad weather and 
labour shortages. 


Ore reserves are calculated to be 2 million tons of 
2.4% copper, with some small amounts of silver and 
gold, but the mine property and claims held inthe 
vicinity have not yet been fully explored. 


The capital cost estimated to be necessary to bring 
this property into production at the time when it was 
reactivated in 1965 was $3,800,000. A change in the 
method of marketing the product, which will result in 
higher revenues, will require additional working capi- 
tal, changes such as the introduction of pebble grind- 
ing have been made in the mill, and higher costs for 


Bulldozer tears open overburden on the Lornex property 
being explored by Rio Tinto Canadian Exploration, Rio 
Algom's exploration arm. 


roads and housing have been incurred. These addi- 
tional expenditures total some $1,500,000 and will be 
financed by additional bank loans, mortgages for 
housing from Central Mortgage and Housing Corpora- 
tionandcash advances and further equipmentsupplies 
on a deferred payment basis made by your Company. 


Exploration 

Notwithstanding the large reserves which the Com- 
pany has at Elliot Lake, its main exploration objective 
must still be to assure that the anticipated heavy 
future demands for uranium can be met. With this in 
mind, exploration is being carried out in the Elliot 
Lake area, both on Company properties which have 
not yet been fully examined and on adjoining claims, 
and also in the general area from Sault Ste. Marie to 
Sudbury, Ontario. In addition, potential sources of 
uranium have been examined in other areas of Canada 
and the U.S.A. 
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Pilot uranium refinery, shown here, is forerunner of full- 
scale facility now under construction by Rio Tinto Dow at 
Elliot Lake. The new plant will be Canada’s first non-govern- 
ment-owned uranium refinery. 


The search for base metals has continued, principally 
in British Columbia and north-western Quebec. The 
Lornex porphyry-copper deposit, well situated in 
southern British Columbia, is being thoroughly ex- 
amined by the Company’s exploration arm, Rio Tinto 
Canadian Exploration Limited, under an option agree- 
ment which could lead to eventual acquisition of a 
predominant position in it. In north-western Quebec 
work continues in areas developed as a result of 
experience in the Poirier district. 


Rio Tinto Dow 

In November, 1965, the Company acquired from Dow 
Chemical of Canada Limited the latter’s 50% interest 
in the capital of Rio Tinto Dow Limited, as a result of 
which itis now wholly-owned. Its name will be changed 
from Rio Tinto Dow Limited to Rio Tinto Nuclear 
Products Limited. The operations are managed by 
your Company's Mining Division. 
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Sales of thorium concentrates during the year were 
only moderately satisfactory, although there is hope of 
improvement arising from a growing demand for 
thorium-magnesium alloys. The most interesting de- 
velopment, however, is a new market for the rare earth 
yttrium, which is used in the production of colour 
television tubes. Yttrium can be produced in conjunc- 
tion with thorium from the waste liquors of Nordic’s 
uranium circuit and a plant with a capacity of 100,000 
pounds per annum has been installed at the Nordic 
mill at Elliot Lake, first shipments being made in 
December, 1965. Marketing arrangements have been 
made through associated companies in Great Britain 
and the U.S.A. 


Construction of a 150-ton-per-year uranium refinery at 
Elliot Lake is in progress and should be completed in 
May, 1966. The new facility will be used for continuing 
process development in this important field as well as 
to meet what are, as yet, still small commercial orders. 


Steel Division 


The dollar volume of the Steel Division’s production 
and sales reached record levels in 1965. This reflected 
greater emphasis on the higher alloy products, 
market development work carried out in prior years, 
and the generally buoyant market conditions existing 
during the year. 


Over recent years, the Division has increased sub- 
stantially its production potential through the building 
of its plant at Tracy, Quebec and its marketing cap- 
ability through expansion of its marketing organization 
outside of Canada. 


Manufacturing 


Plant operations at Welland during the year were at 
capacity in almost all departments, with emphasis on 
the more profitable, high alloy products. Efficiencies 
in the use of manpower and materials, as well as 
process yields, were maintained and in many cases 
improved, though this only went some way towards 


For maximum efficiency, Atlas Alloys employs a unique five- 
ton-capacity stacker crane at its new Metro Toronto service 
centre located in suburban Etobicoke. The crane travels both 
vertically and horizontally, permitting the operator to be on 
visual level with all 27 shelves of the adjustable storage racks. 


meeting the impact of higher wage rates and raw 
material costs. 


The Steel Division has had under constant review 
plant requirements at Welland, to provide for addi- 
tional capacity, cost saving improvements and replace- 
ment of worn-out equipment. Short and long-term 
plans are being evolved to meet these needs as they 
arise in the next few years. 


A second cold mill and anneal and pickle line are 
being installed at the plant at Tracy, Quebec with trial 
runs expected in June. These added facilities will 
increase capacity considerably, improving the overall 
cost picture. 


Marketing 


Major organizational changes were made during 1965 
to integrate the former North American and Inter- 
national Marketing groups. A centralized marketing 
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department has been established at Welland, which 
will co-ordinate the planning for four world market 
areas: North America, Europe, Australasia and Latin 
America. Competition throughout the world is still 
intense and profit margins are constantly under 
pressure. These pressures are likely to continue in 
1966, although sales prospects in a generally buoyant 
economy are considered to be good. 


The merchandising business carried on in Canada by 
Alloy Metal Sales Limited has been merged with the 
distribution operations of the Steel Division, so that all 
the Company's warehouse activities in Canada are 
now under one organization, Atlas Alloys. This has 
already resulted in the integration of certain facilities 
and will be the basis for systematic expansion of 
warehousing activities. 


The emphasis regarding stainless steel consumer 
products has been changed from a programme of 


Continuous steel slab emerges from continuous casting 
unit at Atlas Steels’ Tracy, Quebec plant, and is torch cut 
to length. 


producing and marketing a narrow range of specific 
products to one of giving assistance to Canadian man- 
ufacturers who are or will become steel customers. 


The training programme for employees of Hindustan 
Steel Limited, Durgapur, India, has now been com- 
pleted in Welland. Currently, ten Steel Division 
technical experts are in India assisting with the start- 
up of the state-owned Alloy Steel Plant. 


An agreement with Fundidora de Aceros Tepeyac, 
S.A., a Mexican steel producer, was concluded during 
the year. The Steel Division is supplying technical 
assistance and training. 


Research and Development 


In the Steel Division, Mill technical activities and 
Research and Development have been merged into 
one department. As market requirements are becom- 
ing progressively more demanding with respect to 
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Computer-monitored Sendzimir cold rolling mill at Atlas Steels’ Quebec 
plant reduces the thickness of 48-inch-wide, hot-rolled stainless steel coils 
down to industry standard sheet thicknesses. 


product specifications, metallurgical control and re- 
search activities have been increasingly directed 
towards achieving higher standards, with satisfactory 
results, 


On the mining side, research is mainly directed to- 
wards the development and improvement of metal- 
lurgical processes, in particular those relating to 
uranium and rare earths. 


The Company also participates in a joint research 
programme with other associates in the R.T.Z. Group, 
which handles projects of mutual interest on a co- 
operative basis. 


Employee Relations 


The past year was marked by a series of intensive 
labour negotiations covering both the Mining and Steel 
Divisions, 

The first of these related to the hourly-rated and office 
and technical employees of Nordic mine. A three-year 
agreement effective from May, 1965, was signed with 
the United Steelworkers of America providing annual 
benefits and wage increases costing an average of 
12 cents per hour. 


In November, agreement was reached with the hourly- 
rated employees at Welland for a 30-month contract 
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with the Canadian Steelworkers Union effective 
August, 1965, the overall cost of which was approxi- 
mately 36 cents per hour spread over the 30-month 
period. 


United Steelworkers of America was certified as 
bargaining agent for office and technical workers at 
the Welland plant and, in December, a 3-year contract 
was negotiated effective from January, 1966, with 
total increased benefits and salaries of 43 cents per 
employee-hour for the period. 


After Atlas Steels was acquired by Rio Algom in 1962, 
there were in existence within the organization four 
separate pension plans and many widely differing 
fringe benefit programmes. The unification of these 
plans has been under review for some two years and, 
on January 1, 1966, a new Company-wide contributory 
pension plan, integrated with the Canada Pension 
Plan, and a contributory programme of health, life, 
accident, sickness and disability insurance were 
introduced. These were designed to give equal 
benefits to eligible employees, thus removing certain 
anomalies which had existed as a result of bringing 
the various groups together. 


Toronto, 
February 18, 1966. 
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